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Explanation of Amendment

We are filing this amendment to our Quarterly Report on Form 10-Q for the quarter ended December 31,

2002 to  restate the way w e accoun t for the tax sharing  agreemen t between R adioSha ck Corp oration and  us. 

In respons e to a com ment letter from  the Securities a nd Exch ange Co mmission, we , after consulting w ith

our independent accountants, determined to revise our method of accounting for the tax sharing agreement.  Under

the revised m ethod of ac counting, we  recorde d the deferre d tax asset cre ated by the inc reased tax b asis in our assets

as a result of elections under Sections 338(g) and 338(h) of the Internal Revenue Code by RadioShack and

O’Sullivan as of February 1994.  Simultaneously, we also recorded our total obligation to RadioShack under the tax

sharing agre ement.  Eac h of these am ounts was ap proxima tely $147.9  million as of Fe bruary 19 94.  The se amoun ts

were redu ced as we re alized ben efits from the incre ased ded uctions from  our increase d basis and  made pa yments to

RadioShack.  In March 2002, we placed a valuation allowance against our net deferred tax assets, debiting tax

expense for the amount of the valuation allowance.

This report reflects the revised method of accounting.
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PART  I

Item 1.  Financial Statements .

O'SULLIVAN  INDUSTRIES  HOLDINGS,  INC.  AND  SUBSIDIARIES

UNAUDITED CO NSOLIDATED  BALAN CE  SHEETS  

(in thousands, except for share data)

Assets

December 31,

2002

June 30,

2002

(Restated) (Restated)

Current assets:

Cash and  cash equiva lents $ 8,968 $ 15,777

Trade  receivable s, net of allowan ce for dou btful accoun ts

of $4,41 4 and $4 ,101, resp ectively 37,762 37,035

Inventories, net 49,028 52,397

Prepaid  expenses a nd other cu rrent assets 3,280 2,765

Total cur rent assets 99,038 107,974

Property, plant and equipment, net 76,188 79,144

Other asse ts 18,283 19,226

Goodwill, net of accumulated amortization 38,088 38,088

Total asse ts $ 231,597 $ 244,432

Liabilities and S tockhold ers’ Deficit

Current liabilities:

Accoun ts payable $ 8,076 $ 10,887

Current portion of long-term debt 4,749 4,430

Accrued advertising 15,763 11,680

Accrued liabilities 11,033 18,399

Payable to RadioShack 9,654 11,020

Total current liabilities 49,275 56,416

Long-term debt, less current portion 225,544 230,206

Other liabilities 6,240 6,040

Payable to RadioShack 65,525 70,354

Total liabilities 346,584 363,016

Commitments and contingent liabilities (Notes 2, 4, 7, 8 and 9)

Mandatorily redeemable senior preferred stock, $0.01 par value; $35,311 and

$33,312 liquidation value including accumulated dividends at December 31,

2002 and June 30, 2002, respectively; 17,000,000 shares authorized, 16,431,050

issued 20,044 18,319

Stockho lders’ deficit:

Junior preferred stock, Series A, $0.01 par value; 100,000 shares authorized,

none issued – –

Junior preferred stock, Series B, $0.01 par value; at liquidation value including

accumulated dividends; 1,000,000 shares authorized, 529,009.33 issued 80,077 74,838

Common stock, $0.01 par value; 2,000,000 shares authorized, 1,368,000 

issued 14 14

Additional paid-in capital 13,053 13,053

Retained  deficit (227,625) (224,166)

Notes receivable from employees (332) (337)

Accumulated o ther comprehensive lo ss (218) (305)

Total stoc kholders’ d eficit (135,031) (136,903)

Total liab ilities and stockh olders’ defic it $ 231,597 $ 244,432

The accom panying notes are an integral part of these co nsolidated financial statements.
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O'SULLIVAN  INDUSTRIES  HOLDINGS,  INC.  AND  SUBSIDIARIES
UNAUDITED CONSOLIDATED  STATEMENTS  OF OPERATIONS 

(in thousands)

Three months ended

December 31,

Six months ended

December 31,

2002 2001 2002 2001

(Restated) (Restated)

Net sales $ 79,111 $ 84,313 $ 150,668 $ 166,506

Cost of sales 59,384 62,649 110,968 124,374

Gross pr ofit 19,727 21,664 39,700 42,132

Operating expen ses:

Selling, marketing and administrative 11,618 13,194 23,677 27,365

Operating income 8,109 8,470 16,023 14,767

Other income (expense):

   Interest expense (6,191) (6,797) (12,624) (15,397)

   Interest income 48 76 106 167

Income (loss) before income tax provision 1,966 1,749 3,505 (463)

Income ta x provision  (benefit) – 613 – (163)

Net income (loss) 1,966 1,136 3,505 (300)

Dividends and accretion on preferred stock (3,482) (3,002) (6,964) (6,004)

Net loss attributable to common stockholders $ (1,516) $ (1,866) $ (3,459) $ (6,304)

The accom panying notes are an integral part of these co nsolidated financial statements.
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O'SULLIVAN  INDUSTRIES  HOLDINGS,  INC.  AND  SUBSIDIARIES
UNAUDITED CONSOLIDATED  STATEMENTS  OF  CASH  FLOWS 

(in thousands)

Six months ended

December 31,

2002 2001

(Restated)

Cash flows provided  (used) by operating activities:

Net income (loss) $ 3,505 $ (300)

Adjustments to reconcile net loss to net cash provided by operating

activities:

Depreciation and amortization 6,572 7,029

Amortiza tion of deb t issuance cos t 805 805

Amortiza tion of deb t discount and  accrued in terest on senio r note 1,505 1,339

Interest rate collar (1,308) 927

Bad deb t expense 579 1,017

Loss on d isposal of asse ts 25 166

Accrual of special payment on options to purchase Series A junior

preferred stock 599 524

Changes in assets and liabilities:

Trade receivables (1,306) 3,070

Inventories 3,369 5,483

Other asse ts (434) 356

Payable to RadioShack (6,195) –

Accounts payable, accrued liabilities and other liabilities (6,002) 5,838

Net cash provided by operating activities 1,714 26,254

Cash flows used for investing activities:

Capital expenditures (2,704) (5,942)

Cash flows used for financing activities:

Repayment of borrowings (5,819) (6,772)

Net increa se (decrea se) in cash and  cash equiva lents (6,809) 13,540

Cash and cash equivalents, beginning of period 15,777 7,060

Cash and cash equivalents, end of period $ 8,968 $ 20,600

Non-cash investing and financing a ctivities:

Capital exp enditures inclu ded in acc ounts payab le $ 1,077 $ 321

Dividend s accrued  but not paid 7,237 6,341

The accom panying notes are an integral part of these co nsolidated financial statements.
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O'SULLIVAN  INDUSTRIES  HOLDINGS,  INC.  AND  SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' DEFICIT 

For the six months ended December 31, 2002

(in thousands)

Additional
paid-in
capital

Retained
deficit

Notes
receivable

from 
employees

Accumulated
other

comprehensive
loss

Total stock-
holders’ 
deficit

Compre-
hensive

 loss

Series B junior
preferred stock Common stock

Shares Dollars Shares Dollars

Balance, June 30, 2002 (Restated) 529 $ 74,838 1,368 $ 14 $ 13,053 $ (224,166) $ (337) $ (305) $ (136,903)
Net income (Restated) 3,505 3,505 $ 3,505
Other comprehensive income 87 87 87
Loans to employees–interest income (12) (12)
Repayment of employee loans 17 17
Dividends and accretion on senior preferred stock (1,725) (1,725)
Dividends and accretion on junior preferred stock 5,239 (5,239)    –

Balance, December 31, 2002 (Restated) 529 $ 80,077 1,368 $ 14 $ 13,053 $ (227,625) $ (332) $ (218) $ (135,031) $ 3,592

The accom panying notes are an integral part of these co nsolidated financial statements.
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O'SULLIVAN  INDUSTRIES  HOLDINGS,  INC.

NOTES  TO UNAUDITED CON SOLIDATED  FINANCIAL  STATEMENTS

December 31, 2002

Note 1—Basis of Presentation

The unaudited consolidated financial statements of O’Sullivan Industries Holdings, Inc. and subsidiaries

(“O’Sullivan”) included herein have been prepared in accordance with generally accepted accounting principles for

interim financial information and with instructions to Form 10-Q and Article 10 of Regulation S-X.  Certain informa-

tion and foo tnote disclos ures norm ally included in  financial stateme nts prepare d in accord ance with gen erally

accepted accounting principles have been condensed or omitted pursuant to such rules and regulations.  In the

opinion o f managem ent, all adjustm ents (consisting o f normal rec urring accru als) conside red neces sary for a fair

presentation have been included.  The financial statements should be read in conjunction with the audited financial

statements and notes thereto included in O'Sullivan's amended Annual Report on Form 10-K/A (Amendment No. 1)

for the fiscal year ended June 30, 2002.  The interim results are not necessarily indicative of the results that may be

expected for a full year.

Note 2—Revised Accounting for Tax Sharing Agreement with RadioShack

In 1994, RadioShack, then Tandy Corpo ration, completed an initial public offering of O’Sullivan.  In

connectio n with the offering, O ’Sullivan entere d into a tax sha ring and tax b enefit reimbu rsement agr eement with

RadioShack.  O’Sullivan Holdings and RadioShack made elections under Sections 338(g) and 338(h)(10 ) of the

Internal Revenue Co de with the effect that the tax basis of O’Sullivan’s assets was increased to the d eemed purcha se

price of the assets, and an equal amount of such increase was included as taxable income in the consolidated federal

tax return of R adioSha ck.  The re sult was that the tax b asis of O’Sulliva n’s assets excee ded the histo rical book  basis

O’Sullivan used for financial reporting p urposes.

The increased tax basis of O’Sullivan’s assets results in increased tax deductions and accordingly reduced

its taxable inco me or incre ased its net op erating loss.  U nder the tax sh aring agreem ent, O’Sullivan  is contractually

obligated to pay RadioShack nearly all of the federal tax benefit expected to be realized with respect to such

additional basis.  The payments under the agreement represent additional consideration for the stock of O’Sullivan

Industries, Inc. and further increase the tax basis of O’Sullivan Industries’ assets from the 1994 initial public offering

when payments are made to RadioShack.

To the extent the bene fit of these basis step-up deductions caused  O’Sullivan to have a federal taxab le loss,

O’Sullivan was only obligated to pay RadioShack to the extent that the benefits were used to reduce taxable income

to zero.  Any additional tax deductions resulting from the step-up create a net operating loss (“NOL”) carryforward

on O’Su llivan’s federal inc ome tax re turn.  Unde r the terms of the  tax sharing agr eement, if O’S ullivan utilized this

NOL  carryforward  to generate fu ture tax savings, O ’Sullivan was also  obligated to  remit that bene fit received to

RadioShack.

Since 1994, O’Sullivan has treated the amount due to RadioShack as income tax expense when such

amounts becom e payable and to the exten t that O’Sullivan had sufficient consolidated taxab le income.  Thus,

O’Sullivan’s tax  expense a pproxim ated what it wo uld have b een in the ab sence of the S ection 33 8(h)(10 ) step-up in

basis and the  tax sharing agr eement.

Under this accounting method, the deferred tax asset from the step-up in basis, the obligation to RadioShack

and O’Sullivan’s paymen ts to RadioShack we re not recorded o n O’Sullivan’s consolidated b alance sheets because

O’Sullivan d eemed the  benefits to be  an asset of Ra dioShac k.  When  the tax bene fits were receive d and pa id to

RadioShack, O’Sullivan recorded the payment as tax expense since this amount would have been paid as federal

income tax es in the absen ce of the step-u p in basis and  the tax sharing a greement.
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In November 1999, O’Sullivan Holdings completed a leveraged recapitalization transaction which

significantly increased the debt of O’Sullivan.  As a result of the higher debt levels, O’Sullivan also experienced

increased interest expense, which reduced the taxable income of O’Sullivan and also reduced the tax benefits used

from the de ductions arisin g from the step -up in basis.  O ’Sullivan redu ced its paym ents to Rad ioShack a ccording ly. 

RadioS hack claime d that the ded uctions arising fro m the increas ed interest pa yments shou ld not impa ct tax benefit

payments due RadioShack under the tax agreement.  RadioShack pursued this matter and prevailed in an arbitration

ruling in March 2002.  O’Sullivan reached a settlement agreement with RadioShack in May 2002.  Pursuant to the

settlement agreement, O’Sullivan paid RadioShack $24.6 million in May 2002 and  an additional $3.1 million in June

2002.  The sum of these two payments ($27.7 million) represented the amount due RadioShack under the settlement

agreement through June 30, 2002.  These amounts represent the calculation of what benefits O’Sullivan would have

realized had it not had the additional interest expense from the recapitalization and merger.  The settlement

agreement requires calculations into the future and quarterly payments to RadioShack if O’Sullivan’s taxable income

adjusted for the additional interest expense shows that it would have realized the benefits had it not incurred the

additiona l interest expen se.  If on this basis, O ’Sullivan cou ld have used  the deduc tions from the ste p-up in basis, it

is required to  make a pa yment to Ra dioShac k even thou gh O’Sulliva n may not be  receiving any c urrent tax be nefit

from these deductions on its federal income tax return.

Following the decision in the arbitration and the settlement agreement with RadioShack, O’Sullivan

recorded the $24.6 million payment to RadioShack as a deferred tax asset at March 31, 2002.  O’Sullivan believed

that this was appropriate as the payment represented the tax benefit O’Sullivan could realize from future use of net

operating losses on its consolidated federal income tax return if it had sufficient taxable income in the future.  After

recording a tax provision of $3.2 million for the quarter ended March 31, 2002 and offsetting its deferred tax

liabilities of $8.0  million, O’Su llivan had a ne t deferred tax  asset of $13 .4 million at M arch 31, 2 002.  

Under S FAS 10 9, Accounting for Income Taxes, O'Sullivan must determine if it is more likely than not that

its net deferred tax asset will be realized as a reduction in tax liabilities in the future.  SFAS 109 requires objective

evidence  to suppo rt the more like ly than not con clusion.  Th e arbitration d ecision dra matically affected  O’Sullivan’s

liquidity, which reduced the amounts it could invest in sales efforts or cost improvements, as most free cash flow

would no w be used  to pay Rad ioShack o r repay O’S ullivan’s indeb tedness.  In ad dition, it becam e evident to

O’Sullivan by March 2002 that the prolonged economic slowdown that started prior to September 11, 2001 was

continuing.  T his, coupled  with the adver se effect on O ’Sullivan’s liquidity o f the settlement, ca used O’S ullivan to

lower its projections of future taxable income. Accordingly, management projected O’Sullivan’s expected future

taxable inco me utilizing op erating perfo rmance it ac hieved in fiscal 2 002 assu ming O’Su llivan’s perform ance wou ld

be no better or worse over an extended period of time.  Such projections indicate that O’Sullivan would not have

taxable income until 2009 when substantially all the tax benefit deductions had been taken.  At that point, the

projectio ns indicated  that the net ope rating losses ex isting at that time wo uld be utilized  before they e xpire. 

Howev er, O'Sullivan c urrently has and  is expected  to have taxa ble losses for a  number o f years in the future. 

Projec tions over a lo ng time are inh erently uncerta in, and O'Sulliva n cannot p rovide ob jective evide nce that its

operations in 2009 and beyond will produce sufficient taxable income.  As a result, O'Sullivan provided a valuation

allowance in its March 2002 quarter of $13.4 million against all of its net deferred tax assets with a corresponding

charge to income tax expense.  Consistent with O’Sullivan’s prior accounting, both before and after the

recapitalization and merger, O’Sullivan did not record any deferred tax assets related to future deductions from the

step-up in basis or any future obligations to RadioShack as they were still contingent upon its taxable income in the

future.  

Similarly, in O’Sullivan’s June, September and December 2002 financial statements, it accounted for each

payment to RadioShack in the same manner as the initial $24.6 million payment under the settlement agreement by

recording  a deferred  tax asset to the ex tent that O’Sulliva n could no t benefit curren tly from the increa sed ded uctions. 

O’Sullivan then provided a valuation allowance against the additional deferred tax asset with a corresponding charge

to income  tax expense  on a quarte r by quarter b asis.  O’Sullivan  believed this m ethod was  in conform ity with

accounting principles generally accepted in the United States and consistent with its accounting for the tax sharing

agreeme nt since 199 4.  
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In the third quarter of fiscal 2003, O’Sullivan received a comment letter from the staff of the Securities and

Exchange Commission (“SEC”) on the accounting for the tax sharing agreement.  In the course of preparing the

response to the SEC staff’s comment letter, O’Sullivan, in consultation with its independent accountants, reassessed

the accounting for the tax sharing agreement in light of the arbitration settlement with RadioShack and concluded

that the method of accounting for the tax sharing agreement should be changed.  O’Sullivan determined that the

deferred ta x asset created  by the step-up  in basis and the  additional b asis from the p robable  future payme nts to

RadioS hack shou ld be reco rded as o f February 1 994.  At the  same time, O ’Sullivan reco rded its ob ligation to

RadioS hack unde r the tax sharing a greement.  T he amoun ts of the deferre d tax asset and  the obligation  to

RadioShack were each $147.9 million at February 1994.  From 19 94 through December 2001 , the amounts of the

deferred tax asset and the obligation to RadioShack were reduced as O’Sullivan realized the benefits of the deferred

tax asset and p aid Radio Shack am ounts due u nder the tax sh aring agreem ent. 

At Marc h 31, 200 2, a full valuation  allowance w as provid ed against the  $97.9 m illion net deferre d tax asset,

which consists of the $13.4 million valuation allowance originally recorded in the March 2002 quarter plus an

additional $84.5 million representing the balance of the deferred tax asset at that time.  The valuation allowance at

June 30, 2002 of $97.4 million, together with the $3.5 million tax provision for the fiscal year, represent the

$100.9 million recorded as tax expense for the year ended June 30, 2002.  O’Sullivan recorded the valuation

allowance because it was unable to determine, based on objective evidence, that it is more likely than not that

O’Sullivan would be able to utilize its net operating losses prior to their expiration.  If at a future date O’Sullivan

determines that some or all of the deferred tax asset will more likely than not be realized, O’Sullivan will reverse the

approp riate portion  of the valuation  allowance a nd credit inc ome tax ex pense. 

The remaining maximum obligation to RadioShack was $109.1 million at March 31, 2002.  The obligation

to RadioShack was reduced by subsequent payments and was $75.2 million and $81.4 million at December 31, 2002

and June 30, 2002, respectively.  We currently believe that it is probable that future payments to RadioShack will be

made.

In summary, instead of accounting for O’Sullivan’s deferred tax assets resulting from the step-up in basis as

tax expense  through a va luation allowa nce on a q uarter by qu arter basis as O ’Sullivan mak es paymen ts to

RadioShack under the tax sharing agreement, O’Sullivan revised its accounting to record the aggregate deferred tax

asset and the obligation to RadioShack in February 1994.  The deferred tax asset has been reduced as O’Sullivan

realized the b enefits from 19 94 to M arch 200 2 and was  fully offset by the M arch 200 2 valuation a llowance. 

Therefore, this revised metho d of accounting will increase O’S ullivan’s net income (or reduce O ’Sullivan’s net loss)

and increase net income attributable to common stockholders (or reduce the loss) by the amount we pay RadioShack

for each quarterly period after March 31, 2002 through the quarter ending March 31, 2009 or until O’Sullivan can

determine, based on objective evidence, that it is more likely than not that O’Sullivan will be able to utilize its net

operating losses prior to their expiration and reverses all or a portion of the valuation allowance on its deferred tax

assets.

The expected timing or amounts of O’Sullivan’s payments to RadioShack are not affected by the revised

method of accounting, although the future payments to RadioShack are contingent upon O’Sullivan’s achieving

taxable inco me calculate d on the ba sis stipulated in the  settlement agre ement.

The imp act of the restate ment on the  consolida ted statemen ts of operatio ns and con solidated b alance shee ts

is presented below.  The amounts previously reported are derived from O’Sullivan’s original quarterly report on

Form 10-Q for the quarter ended December 31, 2002 filed February 13, 2003.
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For the three months ended

December 31, 2002

For the six months ended

December 31, 2002

Amoun ts

previously

reported As restated

Amoun ts

previously

reported As restated

(in thousands) (in thousands)

Consolidate d statement of o perations:

Income before income tax provision 

(benefit) $ 1,966 $ 1,966 $ 3,505 $ 3,505

Income ta x provision  (benefit) 3,098 – 6,195 –

Net income (loss) (1,132) 1,966 (2,690) 3,505

Net income (loss) attributable to 

common stockholders (4,614) (1,516) (9,654) (3,459)

December 31, 2002 June 30, 2002

Amoun ts

previously

reported As restated

Amoun ts

previously

reported As restated

(in thousands) (in thousands)

Consolidate d balance she ets:

Total asse ts $ 231,597 $ 231,597 $ 244,432 $ 244,432

Payable to RadioShack – 75,179 – 81,374

Total liabilities 271,405 346,584 281,642 363,016

Retained  deficit 152,446 227,625 142,792 224,166

Total stoc kholders’ d eficit 59,852 135,031 55,529 136,903

Note 3—D erivative Financial Instruments

As required under O’Sullivan’s senior credit facility, O’Sullivan hedged one-half of its term loans with an

initial notional am ount of $6 7.5 million w ith a three-year, co stless interest rate co llar.  The co llar, which exp ires in

March 2003, is based on three-month LIBOR and has a floor of 6.43% and a ceiling of 8.75%.  O’Sullivan recorded

a reduction of interest expense of $724,000 and $274,000 for the quarters ended December 31, 2002 and December

31, 200 1, respective ly.  These am ounts repre sent the chang es in fair value of the  interest rate colla r.  For the six

months ended D ecember 31 , 2002 and D ecember 31 , 2001, O’Sullivan reco gnized additional (reduc ed) interest

expense a ssociated w ith the interest rate co llar of $(1.3 m illion) and $9 27,000 , respectively.  T o terminate th is

contract at D ecembe r 31, 200 2 and Jun e 30, 20 02, O’Su llivan would h ave been  required to  pay the cou nter-party

approx imately $78 3,000 a nd $2.1  million, respec tively.  The fair va lue of the interest ra te collar is includ ed in

accrued liabilities in the accompan ying consolidated balance  sheets.

Note 4—New Accounting Standards

  In April 20 01, the Em erging Issues T ask Force  (“EITF ”) reached  a consensu s on EIT F No. 0 0-25, Vendor

Incom e Statem ent Cha racterization  of Consid eration P aid to a R eseller of the V endor’s  Produ cts.  This issue

addresse s the income  statement classifica tion of slotting fees, c oopera tive advertising  arrangem ents and bu ydowns. 

The consensus requires that certain customer promotional payments that O’Sullivan previously classified as selling

expenses be classified as a reduction of revenue.  O’Sullivan adopted EITF 00-25 effective January 1, 2002 and

reclassified certain selling, marketing and administrative expenses as a reduction of net sales.  Its adoption by
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O’Sullivan had no impact on operating income (loss) or net income (loss).  As a result of the adoption of

EITF  00-25, for  the quarter a nd six mon ths ended D ecembe r 31, 200 1, $3.6 m illion and $7 .7 million, resp ectively,

was reclassified as a reduction in revenue rather than as selling, marketing and administrative expense.

In August 2 001, the F inancial Acc ounting Stan dards B oard (“FA SB”) issue d SFAS  144, Accounting for the

Impairm ent or Disp osal of Lo ng-Live d Assets .  This pronouncement, which is effective for fiscal years beginning

after December 15, 2001, addresses financial accounting and reporting for the impairment of long-lived assets and

for long-lived assets to be disposed of.  O’Sullivan adopted this pronouncement effective July 1, 2002.  The adoption

of SFAS 144 had no effect on O’Sullivan’s results of operations but did impact its balance sheet presentation as

described below.

In January 2 001, O ’Sullivan close d its Cedar  City, Utah pr oduction  facility.  O’Sullivan is ac tively

attempting to sell the Utah land, building and excess equipment as soon as practicable.  Certain equipment has been

relocated to the Missouri and Virginia plants.  Fixed assets with a net book value of $20.3 million were valued at the

lower of their c arrying amo unt or fair value  less cost to sell, resu lting in an impairm ent charge o f approxim ately

$8.7 million in the second quarter of fiscal 2001.  The costs of the long-lived assets held for sale and the associated

accumulated depreciation have been reclassified from property, plant and equipment to other assets on the

accompanying consolidated balance sheets.  There are no other significant assets or liabilities relating to the

discontinued Utah operation.  The fair value less cost to sell is an estimate and the impairment may be adjusted in the

future. 

In June 20 02, the FA SB issued  SFAS 1 46, Accounting for Costs Associated with Exit or Disposal

Activities.  This pronouncement addresses financial accounting and reporting for costs associated with exit or

disposal ac tivities and nullifies E ITF 94 -3, Liability Recognition for Certain Employee Termination Benefits and

Other C osts to Exit a n Activity (inc luding C ertain Co sts Incurred  in a Restru cturing).   SFAS 1 46 requ ires that a

liability for a cost associated with an exit or disposal activity be recognized when the liability is incurred rather than

the date of an entity’s commitment to an exit plan and establishes that fair value is the objective for initial

measurement of the liability.  The provisions of this pronouncement are effective for exit or disposal activities that

are initiated after D ecembe r 31, 200 2.  O’Sullivan  does not b elieve SFA S 146 w ill have a mater ial impact on  its

financial position or results of operations.

Note 5—S hipping and Han dling Costs

O’Sullivan reports amounts billed to customers as revenue, the cost for warehousing operations in cost of

sales and freigh t out costs as pa rt of selling, marke ting and adm inistrative expe nses.  Freight o ut costs include d in

selling, marketing and administrative expenses in the second quarters of fiscal 2003 and fiscal 2002 were

approximately $1.5 million and $2.2 million, respectively.  Freight out costs in the six months ended December 31,

2002 a nd 200 1 were $3 .6 million and  $4.5 million , respectively.

Note 6—Inventory

Inventory, net, consists of the following:

December 31,

2002

June 30,

2002

(in thousands)

Finished goods $ 34,219 $ 39,199

Work in pro cess 5,211 5,158

Raw mate rials 9,598 8,040

$ 49,028 $ 52,397
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Note 7—Income Taxes

O’Sullivan recorded  no tax expense for the three m onths or six months ended  Decembe r 31, 2002 b ecause

of the valuation allowance recorded in the quarter ended March 31, 2002.  See Note 2.

Note 8—Related Party Transactions

O'Sullivan Ind ustries entered  into a manag ement servic es agreem ent with Bruc kmann, Ro sser, Sherrill &

Co., LLC  (“BRS” ) for strategic an d financial ad visory service s on Nov ember 3 0, 1999 .  The fee for  these services is

the greater of (a) 1% of O'Sullivan Industries' consolidated cash flow (as defined in the indenture related to the

O’Sullivan Industries senior subordinated notes) or (b) $300,000 per year.  Under the management services

agreement, BRS can also receive reimbursement for expenses which are limited to $50,000 a year by the senior

credit facility.

The senior credit facility and the management services agreement both contain certain restrictions on the

payment of the management fee.  The management services agreement provides that no cash payment for the

management fee can be made unless the fixed charge coverage ratio (as defined in the indenture relating to the

O’Sullivan Industries senior subordinated notes) for O'Sullivan Industries' most recently ended four full fiscal

quarters would have been at least 2.0 to 1.0.  All fees and expenses under the management services agreement are

subordinated to the senio r subordinated notes.

The management fees and reimbursable expenses of $116,000 and $ 122,000 recognized in the second

quarter of fisca l years 200 3 and 20 02, respe ctively, are includ ed in selling, ma rketing and a dministrative e xpense in

the accompanying consolidated statements of operations.  Management fees and expenses for the six months ending

December 31, 2002 and 2001 were $233,000 and $220,000, respectively.  O’Sullivan Industries paid BRS $713,000

in the first quarter of fiscal 2003 for the balance o wed through June 3 0, 2002 and  an additional $305 ,000 as a

prepaym ent of the fiscal 20 03 mana gement fee.  T he prepa id balance  at Decem ber 31, 2 002 was  $66,00 0 and is

included in prepaid expenses and other current assets on the consolidated balance sheet.  The amount due BRS at

June 30, 2 002 ap proxima ted $71 9,000 a nd is included  in accrued  liabilities on the co nsolidated  balance she et.

At December 31, 2002, O'Sullivan held two notes receivable with a balance of approximately $332,000

from employees o f O'Sullivan.  O'Sullivan loaned the employe es money to purchase  common stock  and Series B

junior preferred stock of O'Sullivan in the November 1999 recapitalization and merger.  The notes bear interest at

the rate of 9%  per annum  and mature  on Nov ember 3 0, 2009 , or earlier if there is a  change of c ontrol, and  are with

full recourse to the employees.  The receivables are recorded on O'Sullivan’s consolidated balance sheets as an

increase in sto ckholder s' deficit.

Note 9—Comm itments and Contingencies

Tax Sh aring A greeme nt with Ra dioSha ck.  Future tax sharing agreement payments are contingent on

taxable income.  See Note 2.  The maximum payments are fiscal 2003, including $6.2 million paid in the six months

ended December 31, 2002 — $11.0 million; fiscal 2004 — $9.9 million; fiscal 2005 — $10.5 million; fiscal 2006 —

$11.3 m illion; and there after — $ 41.4 million . 

ITEM 2.  MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND

RESULTS OF OP ERATIONS.

Overview

We are a leading ready-to-assemble furniture manufacturer in North America with over 45 years of

experience.  We design, manufacture and distribute a broad range of RTA furniture products—computer

workcenters, desks, entertainment centers, audio stands, bookcases and cabinets—with retail prices ranging from $20

to $999.  W e have committed sub stantial resources to the developm ent and implementation o f a diversified sales,
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marketing and product strategy in order to capitalize on opportunities presented by large retail channels of

distribution and changes in consumer demographics and preferences.  We have structured our business to offer a

wide variety of RTA  furniture products through po pular retail distribution channels, including office superstores,

discount m ass mercha nts, electronic su perstores, ho me impro vement ce nters and ho me furnishings r etailers.  W e

continue to strive towards building long-term relationships with quality retailers in existing and emerging high

growth distribution channels to dev elop and grow o ur business.

Our sales declined 6.2% in the second quarter of fiscal 2003 and 9.5% for the first six months of fiscal

2003.  This decline continued the sales decreases experienced by us in fiscal 2001 and fiscal 2002.  Our sales

declined for several reason s:

• the lack of growth in sales of personal computers, which reduced the need for computer desks and

workcenters;

• increasing co mpetition fro m importe d furniture, pa rticularly from C hina; 

• the slowdown of eco nomic growth and c onsumer spend ing in the United States;

• liquidations and bankruptcies by a number of customers, including Montgomery Wa rd, Ames and

Kmart; 

• inventory reductions by our custo mers;

• the decline in price of the average unit sold, reflecting a trend toward more promotional

merchandise and increased competition; and

• the retrenchment in business capital outlays, which reduced purchases of office furniture.

These fac tors will continue  to affect our b usiness throug hout the rem ainder of fisca l 2003. 

As a result of the lower sales levels, coupled with the revised accounting for the tax sharing agreement, our

net income before dividends and accretion on preferred stock was $2.0 million for the second quarter of fiscal 2003

compared with net income of $1.1 million for the second quarter of fiscal 2002.  For the first half of fiscal 2003, our

net income before dividends and accretion on preferred stock was $3.5 million compared to  a net loss of $300,000

for the first half of fiscal 2002.  Operating income declined to $8.1 million in the second quarter for fiscal 2003 from

$8.5 million  in fiscal 2002 . For the first half of fisca l 2003, o ur operatin g income w as $16.0  million, com pared with

$14.8 million in the first half of fiscal 2002.

 We purchase large quantities of raw materials, including particleboard and fiberboard.  We are dependent

on our outside suppliers for all of our raw materials.  Therefore, we are subject to changes in the prices charged by

our suppliers.  In fiscal 2000, our operating income was reduced by price increases for these commodities.  In fiscal

2001, p articleboar d and fiber board p rices decline d, increasing o ur operatin g income in  the latter portio n of the year. 

Industry pricing for particleboard was flat to slightly lower in fiscal 2002, and prices  declined in the first half of

fiscal 2003 from the fourth quarter of fiscal 2002.  Prices for fiberboard increased in the fourth quarter of fiscal

2002, but remained flat for the first half of fiscal 2003.  We did, however, experience a price increase from several

suppliers of another commodity in the second quarter of fiscal 2003.  We cannot assure you that raw material prices

will not increase in the future.  If the demand for particleboard increases, prices may also increase.

Several manufacturers, including O’Sullivan, have excess manufacturing capacity due to the current decline

in sales in the RTA furniture segment and increasing imports.  This excess capacity is causing increased competition

that is expected to continue, and perhaps to intensify, through the remainder of fiscal 2003.  This adversely affected

our margins and results of operations in fiscal 2002, and is continuing to affect sales, margins and results of

operation s in fiscal 2003 . 
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While we have confidence in the long-term future of the RTA furniture industry, given our current sales

trends in this economic environment, we expect gross sales in the third quarter of fiscal 2003 will be about 15%

lower than sa les in the third qu arter of fiscal 20 02.  W e anticipate o ur fiscal 200 3 third qua rter opera ting income to

decline ap proxima tely 20% to  30% fro m the fiscal 20 02 third qu arter.  We  cannot yet pr edict when o ur sales will

return to a pattern of sales growth.

RadioShack Arbitration and Revised Accounting for Tax Sharing Agreement with RadioShack

In 1994, RadioShack, then Tandy Corpo ration, completed an initial public offering of O’Sullivan.  In

connectio n with the offering, w e entered into  a tax sharing an d tax bene fit reimbursem ent agreem ent with

RadioShack.  RadioShack and O’Sullivan made elections under Sections 338(g) and 338(h)(10) of the Internal

Revenue Code with the effect that the tax basis of our assets was increased to the deemed purchase price of the

assets, and an equal amount of such increase was included as taxable income in the consolidated federal tax return of

RadioShack.  The result was that the tax basis of our assets exceeded the historical book basis we used for financial

reporting purpose s.

The increased tax basis of our assets results in increased tax deductions and, accordingly, reduced our

taxable income or increased our net operating loss.  Under the tax sharing agreement, we are contractually obligated

to pay Rad ioShack n early all of the fede ral tax benefit ex pected to  be realized  with respect to  such additio nal basis. 

The payments under the agreement represent additional consideration for the stock of O’Sullivan Industries, Inc. and

further increase  the tax basis of o ur assets from th e 1994  initial public offerin g when paym ents are mad e to

RadioShack.

To the extent the benefit of these basis step-up deductions caused us to have a federal taxable loss, we were

only obligated to pay RadioShack to the extent that the benefits were used to reduce taxable income to zero.  Any

additional tax deductions resulting from the step-up create a net operating loss (NOL) carryforward on our federal

income tax  return.  Und er the terms o f the tax sharing ag reement, if we u tilized this NO L carryforwa rd to gener ate

future tax savings, we were also obligated to remit that benefit received to RadioShack.

Since 19 94, we hav e treated the a mount du e to Radio Shack as inc ome tax ex pense whe n such amo unts

become pa yable and to the extent that we had sufficient conso lidated taxable income.  T hus, our tax expense

approximated what it would have been in the absence of the Section 338(h)(10) step-up in basis and the tax sharing

agreeme nt.

Under th is accounting  method, the  deferred ta x asset from b oth the step-up  in basis and the  future liability

to RadioShack was not recorded on our consolidated balance sheets because we deemed the benefits to be an asset of

RadioShack .  When the tax bene fits were received and paid to  RadioShack, we  recorded the pa yment as tax expense

since this amount would have been paid as federal income taxes in the absence of the step-up in basis and the tax

sharing agre ement.

In November 1999 , we completed a leveraged recapitalization transaction which significantly increased our

debt.  As a result of the higher debt levels, we also experienced increased interest expense, which reduced our

taxable inco me and also  reduced  the tax bene fits used from the  deductio ns arising from  the step-up in b asis.  We

reduced our payments to RadioShack accordingly.  RadioShack claimed that the deductions arising from the

increased in terest payme nts should no t impact tax b enefit payme nts due Ra dioShac k under the ta x agreeme nt. 

RadioShack pursued this matter and prevailed in an arbitration ruling in March 2002.  We reached  a settlement

agreement with RadioShack in May 2002.  Pursuant to the settlement agreement, we paid RadioShack $24.6 million

in May 2002 and an additional $3.1 million in June 2002.  The sum of these two payments ($27.7 million)

represente d the amo unt due Ra dioShac k under the se ttlement agree ment throug h June 30 , 2002.  T hese amo unts

represent the calculation of what ben efits we would have realized had  we not had the additiona l interest expense

from the rec apitalization a nd merge r.  The settlem ent agreem ent requires c alculations into  the future and q uarterly

payments to RadioShack if our taxable income adjusted for the additional interest expense shows that we would have

realized the benefits had we not incurred the additional interest expense.  If on this basis, we could have used the
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deductions from the step-up in basis, we are required to make a payment to RadioShack even though we may not be

receiving any current tax benefit from these deductions on our federal income tax return.

Following the decision in the arbitration and the settlement agreement with RadioShack, we recorded the

$24.6 million payment to RadioShack as a deferred tax asset at March 31, 2002.  We believed that this was

appropriate as the payment represented the tax benefit we could realize from future use of net operating losses on our

federal income tax returns if we had sufficient taxable income in the future.  After recording a tax provision of

$3.2 million for the quarter ended March 31, 2002 and offsetting our deferred tax liabilities of $8.0 million, we had a

net deferred  tax asset of $1 3.4 million at M arch 31, 2 002.  

Under SFAS 109, we must determine if it is more likely than not that we will realize the net deferred tax

asset as a reduction in our tax liabilities in the future.  SFAS 109 requires objective evidence to support the more

likely than not co nclusion.  T he arbitration  decision d ramatically affec ted our liquid ity, which reduc ed the amo unts

we could invest in sales efforts or cost improvements, as most free cash flow would now be used to pay RadioShack

or repay o ur indebted ness.  In add ition, it became  evident to us b y March  2002 tha t the prolong ed econ omic

slowdown that started prior to September 11, 2001 was continuing.  This, coupled with the adverse effect on our

liquidity of the settlement, caused us to lower our projections of future taxable income.  Accordingly, we projected

our expected future taxable income utilizing operating performance we achieved in fiscal 2002 assuming our

performa nce would  be no be tter or worse  over an ex tended p eriod of time .  Such pro jections indic ate that we wo uld

not have tax able incom e until 2009  when substa ntially all the tax bene fit deductions  had been  taken.  At that po int,

the projec tions indicated  that our net op erating losses e xisting at that time wo uld be utilized  before they e xpire. 

However, we currently have and expect to have taxable losses for a number of years in the future.  Projections over a

long time are inherently uncertain, and we cannot provide objective evidence that our operations in 2009 and beyond

will produce sufficient taxable income.  As a result, we provided a valuation allowance in our March 2002 quarter of

$13.4 m illion against all of o ur net deferre d tax assets with a  correspo nding charg e to incom e tax expen se. 

Consistent with our prior accounting, both before and after the recapitalization and merger, we did not record any

deferred tax assets related to future deductions from the step-up in basis or any future obligations to RadioShack as

they were still contingent upon our taxable income in the future.

Similarly, in our J une and S eptembe r 2002 fina ncial statemen ts, we accou nted for eac h payment to

RadioShack in the same manner as the initial $24.6 million payment under the settlement agreement by recording a

deferred tax asset to the extent that we could not benefit currently from the increased deductions.  We then provided

a valuation allowance against the additional deferred tax asset with a corresponding charge to income tax expense on

a quarter by quarter basis.  We believed this method was in conformity with accounting principles generally accepted

in the United  States and c onsistent with ou r accounting  for the tax sharin g agreeme nt since 199 4.  

In the third quarter of fiscal 2003, O’Sullivan received a comment letter from the staff of the SEC on the

accounting for the tax sharing agreement.  In the course of preparing our response to the SEC staff’s comment letter,

we, in consulta tion with our ind epende nt accounta nts, reassessed  our acco unting for the tax s haring agree ment in

light of the arbitration settlement with RadioShack and concluded that our method of accounting for the tax sharing

agreement should be changed.  O’Sullivan determined that the deferred tax asset created by the step-up in basis and

the additional basis from the probable future payments to RadioShack should be recorded as of February 1994.  At

the same time , we record ed our ob ligation to Ra dioShac k.  The am ounts of the d eferred tax a sset and ob ligation to

RadioShack were each $147.9 million at February 1994.  From 19 94 through 2001, we reduced the amount of the

deferred ta x asset and the  obligation to  RadioS hack as we re alized the be nefits of the defer red tax asset a nd paid

RadioS hack amo unts due und er the tax sharin g agreeme nt. 

At Marc h 31, 200 2, a full valuation  allowance w as provid ed against the  $97.9 m illion net deferre d tax asset,

which consists of the $13.4 million valuation allowance originally recorded in the March 2002 quarter plus an

additional $84.5 million representing the balance of the deferred tax asset at that time.  The valuation allowance at

June 30, 2002 of $97.4 million together with the $3.5 million tax provision for the quarter represent the

$100.9 million recorded as tax expense for the year ended June 30, 2002.  We recorded the valuation allowance

because w e were unab le to determ ine, based o n objective  evidence, th at it was more like ly than not we wo uld be ab le
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to utilize our net operating losses prior to their expiration.   If at a future date we determine that some or all of the

deferred tax asset will more likely than not be realized, we will reverse the appropriate portion of the valuation

allowance  and cred it income tax e xpense. 

The remaining maximum obligation to RadioShack was $109.1 million at March 31, 2002.  The obligation

to RadioShack was reduced by subsequent payments and was $75.2 million and $81.4 million at December 31, 2002

and June 30, 2002, respectively.  We currently believe that it is probable that future payments to RadioShack will be

made.

In summary, instead of accounting for our deferred tax asset resulting from the step-up in basis as tax

expense through a valuation allowance on a quarter by quarter basis as we make payments to RadioShack under the

tax sharing agr eement, we  revised ou r accounting  to record  the aggrega te deferred  tax asset and th e obligation  to

RadioS hack in Feb ruary 199 4.  Our de ferred tax asse t has been re duced a s we realized  the benefits from  1994 to

March 2002 and was fully offset by the March 2002 valuation allowance.  Therefore, this revised method of

accounting  will increase ou r net income  (or reduc e our net loss)  and will increa se our net inco me attributab le to

common stockholders (or reduce the loss) by the amount we pay RadioShack for each quarterly period after

March 31, 2002 through the quarter ending March 31, 2009 or until we can determine, based on objective evidence,

that it is more likely than not that we will be able to utilize our net operating losses prior to their expiration and

reverse all or a portion of the valuation a llowance on our de ferred tax assets.

The expected timing or amounts of our payments to RadioShack will not be affected by the revised method

of accounting, although the future payments to RadioShack are contingent upon achieving taxable income calculated

on the basis stip ulated in the settlem ent agreem ent.  For the thre e and six mo nths ended  Decem ber 31, 2 002, we p aid

RadioS hack $3.1  million and $ 6.2 million, re spectively.

We funded the back payment and subsequent payments from cash on hand.  W e expect to fund future

payments fro m cash flows fro m opera ting activities, cash o n hand or b orrowings  under our  senior cred it facility. 

Payments under the tax sharing agreement for fiscal 2003 are expected to be about $11.0 million.

We amended  our senior credit facility in March 2002 as a result of the arbitration settlement.  The

amendment excludes from the definition of consolidated fixed charges $27.0 million of the total paid by us pursuant

to the tax sharing agreement through the period ended June 30, 2002.

See "Cautionary Statement Regarding Forward Looking Information.”

Results of Operations

Net Sales.  Net sales for the quarter ended December 31, 2002 decreased by $5.2 million, or 6.2%, to 

$79.1 million from $84.3 million for the quarter ended December 31, 2001.  Net sales for the six months ended

December 31, 2002  decreased by $15.8 million, or 9.5%, to $150.7 million from $166.5 million for the six months

ended December 31 , 2001.  Our sales declined in every major channel due to the economic uncertainties in the

United States and the other reasons cited above.  Most of the decline for the quarter and six months was due to a

decline in unit vo lume, althoug h the averag e price pe r unit declined  slightly.  

In January 2002, Kmart Corporation, which accounted for around 9% of our gross sales in fiscal 2002, filed

for Chapter 11 bankruptcy court protection.  As part of its reorganization, Kmart has closed 283 stores and has

announced that it plans to close an additional 316 stores.  Kmart has secured financing of $2 billion to help the

compa ny’s cash flow wh ile it restructures.  K mart has filed a  plan of reo rganization to  emerge fro m Chap ter 11 in

2003.  W e resumed  shipments to  Kmart o n a post-pe tition basis after the filing  and anticipa te significant sales to

Kmart in the future.  However, there can be no assurance that we will ship as much to Kmart as we did in prior

periods or that Km art will be successful in its restructuring efforts.
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In August 2002, Ames Department Stores, Inc. decided to close all of its stores and liquidate.  We had

anticipated sales to Ames would be less than 2% of our gross sales in fiscal 2003.

Gross P rofit.  Gross profit decreased to $19.7 million, or 24.9% of sales, for the three month period ended

Decem ber 31, 2 002, from  $21.7 m illion, or 25.7 % of sales, fo r the comp arable prio r year quarte r.  The gro ss margin

percentage for the secon d quarter of fiscal 2003 d eclined primarily because o f lower sales and operating levels,

partially offset by lower material costs, particularly for particleboard.  For the six months ended December 31, 2002,

gross pro fit declined to $ 39.7 million , or 26.3%  of sales, from $ 42.1 million , or 25.3%  of sales.  The  gross profit

percentage increased for the first half of fiscal 2003 compared to the prior year period as lower material prices offset

the effects of lower sales and operating vo lumes.

Selling, M arketing a nd Ad ministrative  Expen ses.  Selling, marketing and administrative expenses decreased

to $11.6 million, or 14.7% of sales, for the three month period ended December 31, 2002, from $13.2 million, or

15.6% of sales, for the quarter ended December 31, 2001.  Freight out expense declined because of lower sales and a

change in a m ajor custom er’s progra m.  Sales co mmissions w ere also low er in fiscal 200 3 due to lo wer sales levels

and chan ges in the com mission structur e.  Legal fees we re higher in fiscal 2 002 du e to the Rad ioShack a rbitration. 

Bad d ebt expen se was also hig her in fiscal 200 2 becau se of the Km art bankrup tcy.

For the six months ended December 31, 2002, selling, marketing and administrative expenses decreased

$3.7 million  from $27 .4 million in fiscal 2 002 to $ 23.7 million  in fiscal 2003 .  The maj or factors we re a decre ase in

freight out expense and sales commission due to the reasons stated above and lower incentive compensation and

profit sharing expenses because of our lower sales and financial performance.  Legal fees and bad debt expense were

higher in fiscal 20 02 beca use of the Ra dioShac k arbitration a nd Kma rt bankrup tcy, respectively.

Deprec iation an d Amo rtization.  Depreciation and amortization expenses decreased to $3.3 million for the

second q uarter of fiscal 2 003 co mpared  to $3.6 m illion for the seco nd quarter  of fiscal 2002 .  For the six mo nth

periods ended December 31 , 2002 and 2001, depreciation and amortization expenses were $6.6 million and

$7.0 million, respectively.  Depreciation and amortization declined because equipment placed into service during the

twelve months ended December 31, 2002 was less than the amount of equipment that became fully depreciated

during the same time period.

Opera ting Inco me.  Operating income decreased $361,000 to $8.1 million for the quarter ended December

31, 200 2 from $8 .5 million in the q uarter ende d Dece mber 31 , 2001.  L ower sales a nd oper ating levels were  partially

offset by lower material costs and lower selling, marketing and administrative expenses in the three months ended

December 31, 2002.  For the six months ended December 31, 2002, operating income increased $1.3 million over

the six months ended December 31, 2001.  Red uced raw material prices, incentive compensation and profit sharing

expense and lower freight out expense, commission costs, legal fees and bad debt expense contributed to the

increased operating income during the first six months in fiscal 2003, partially offset by lower sales and operating

levels.

Net Interest E xpense.  Net interest expense decreased from $6.7 million in the second quarter of fiscal 2002

to $6.1 million in the second quarter of fiscal 2003.  Net interest expense declined $2.7 million from $15.2 million

for the first half of fiscal 2002 to $12.5 million for the first half of fiscal 2003.  Interest expense decreased due to the

change in fair value of our interest rate collar as well as our repayment of debt and lower variable interest rates on a

portion of our debt.  The following table describes the components of net interest expense.
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Three months ended

December 31,

Six months ended

December 31,

(in thousands) (in thousands)

2002 2001 2002 2001

Interest expe nse on senio r credit

 facility, industrial revenue bonds

and senior subordinated notes $ 5,746   $ 5,983 $ 11,622 $ 12,326

Interest income (48) (76) (106) (167)

Non-cash  items:  

Interest expense on O’Sullivan 

Holding s note 623 555 1,217 1,083

Interest rate collar (724) (274) (1,308) 927

Amortization of debt discount 144 131 288 256

Amortization of loan fees 402 402 805 805

Net interest expense $ 6,143 $ 6,721 $ 12,518 $ 15,230

Incom e Tax P rovision (B enefit).  We recorded no tax expense for the first or second quarters of fiscal 2003

because of the valuation allowance recorded in the quarter ended March 31, 2002.  See “RadioShack Arbitration and

Revised Accounting for Tax Sharing Agreement with RadioShack.” 

Net Inco me (Loss).  Our net inco me increase d from $1 .1 million in the se cond qu arter of fiscal 20 02 to

$2.0 million in fiscal 2003 due to decreased tax expense and lower material prices, lower selling, marketing and

administrative expenses and lower interest expense, partially offset by lower sales and operating levels.  Net income

increased $3.8 million from a loss of $300,000 in the first half of fiscal 2002 to $3.5 million in the first half of fiscal

2003 due to decreased tax expense, lower raw material costs, decreased selling and administrative expenses and

lower interest e xpense, pa rtially offset by lower  sales and op erating levels. 

EBITD A.  EBIT DA, which we de fine as earnings before interest income an d interest expense, income taxe s,

depreciation and amortization, decreased by $661,000 to $11.4 million for the quarter ended December 31, 2002

from $12 .1 million for the  prior year q uarter.  EB ITDA  for the fiscal 20 03 seco nd quarter  decrease d primarily d ue to

lower sales and operating levels, partially offset by lower material costs and selling and administrative expenses.  For

the six months ended December 31, 2002, EBITDA was $22.6 million, up $799,000 from the six months ended

December 31, 2001 .  The increase was due primarily to lower material costs and lower selling and administrative

expenses, partially offset by lower sales and op erating levels.

EBITDA is presented to provide additional information about our operations.  This item should be

considered in addition to, but not as a substitute for or superior to, operating income, net income, operating cash flow

and other m easures of finan cial perform ance prep ared in acc ordance  with generally ac cepted ac counting pr inciples. 

EBITDA may differ in the method of calculation from similarly titled measures used by other companies.  EBITDA

provides another measure of the operations of our business prior to the impact of interest, taxes and depreciation and

of our liquidity.  Further, EBITDA is a common method of valuing companies such as O’Sullivan, and EBITDA,

with adjustm ents, is a comp onent of eac h of the financial c ovenants in o ur senior cre dit facility.
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The following table reconciles net income (loss) to EBITDA for the three months and six months ended

December 31, 2002 and 2001.

Three months ended

December 31,

Six months ended

December 31,

(in thousands) (in thousands)

2,002 2001 2002 2001

Net income (loss) $ 1,966 $ 1,136 $ 3,505 $ (300)

Income ta x provision  (benefit) – 613 – (163)

Interest expense, net 6,143 6,721 12,518 15,230

Operating income 8,109 8,470 16,023 14,767

Depreciation and amortization 3,308 3,608 6,572 7,029

EBITDA $ 11,417 $ 12,078 $ 22,595 $ 21,796

Liquidity and Capital Resources

Our primary sources of liquidity are cash flows from operations and borrowings under our senior secured

credit facility, which is discussed below.  Our liquidity requireme nts will be to pay our debt, including interest

expense under the senior credit facility and notes, to pay RadioShack amounts due under the tax sharing agreement

and to provide for working capital and capital expenditures.  Decreased demand for our products could decrease our

cash flow from  operation s and the ava ilability of borro wings under  our credit fac ility.

Working  Capital.  As of December 31, 2002 , cash and cash equivalents totaled $9.0 million.  Net working

capital was $ 49.8 million  at Decem ber 31, 2 002 co mpared  to $51.6  million at June  30, 200 2. 

Opera ting Activities.  Net cash provided by operating activities for the six months ended December 31,

2002 w as $1.7 m illion comp ared to net c ash provid ed of $26 .3 million for the  six months en ded De cember 3 1, 2001 . 

Cash flow from ope rations decreased year-ov er-year for the following reasons.

• Accounts payable increased $1.2 million during the first half of fiscal 2002 and declined $2.8 million

during the first half o f fiscal 2003 .  The chan ge was due  to differences  in the timing of pla nt shutdown s in

the two years and to lower operating levels in fiscal 2003.

• Profit sharing and incentive compensation payments during the first half of fiscal 2003 were

approximately $3.0 million higher than in the first half of fiscal 2002 because of the respective prior year

financial results.  Changes in the accrued balances for profit sharing and incentive compensation

decreased the cash provided by operations an additional $730,000 in fiscal 2002 compared to fiscal 2003.

• Trade receivables increased in fiscal 2003, reducing cash by $1.3 million, compared with a decrease of

$3.1 million that provided cash in fiscal 2002.  The fiscal 2003 receivables increase was due to higher

sales levels in December 2 002 comp ared to June 20 02 sales.

• Increases in accrued advertising provided net cash of $4.1 million in fiscal 2003 compared to $5.7 million

during fiscal 2002.  The decrease this year was due to lower sales and associated decreases in vendor

incentive programs.  In add ition, a particular customer changed  its pattern of claiming certain incentives,

lowering accrued advertising.

• In fiscal 200 3, decrea ses in inventorie s provide d $3.4 m illion of cash, co mpared  with  $5.5 m illion in

fiscal 2002.

• During the first ha lf of fiscal 2003 , we paid R adioSha ck $6.2 m illion under the  tax sharing agr eement.
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• In fiscal 2003, the liability associated with the interest rate collar declined by $1.3 million as opposed to a

$927,0 00 increa se in fiscal 200 2. 

Investing  Activities.  We invested $2.7 million for capital expenditures for the six months ended

December 31, 2002  compared to $5.9 million for the prior year six month period.  We currently estimate that the

total capital ex penditure r equireme nts for the rema inder of the fisca l year will be app roximately $ 3.0 million to

$5.0 million, which we expect to fund from cash flow from operations or cash on hand.  Our ability to make future

capital exp enditures is sub ject to certain r estrictions und er our senio r credit facility.

Financ ing Activities.  On November 30 , 1999 we completed our merger and recapitalization.  Our

consolida ted indeb tedness at D ecembe r 31, 200 2 was $2 37.7 million  consisting of:

• $106.7 million in a senior secured credit facility consisting of a five year $20.9 million term loan A, a seven

and one-half year $85.8 million term loan B and a $40.0 million revolving line of credit, with no

borrowings at December 31, 2002.  The current portion of these term loans was approximately $4.7 million

at December 31, 2002.  The revolving line of credit has a $15.0 million sub-limit for letters of credit, of

which we are currently utilizing approximately $13.8 million.

• $100.0 million in 13-3/8% senior subordinated notes due 2009 issued with warrants to purchase 6.0% of

our common and Series B junior preferred stock on a fully diluted basis.  These warrants were assigned a

value of $3.5 million.  The se notes were issued at a price o f 98.046%  providing $98.0  million in cash

proceeds before expenses related to the issuance.

• $10.0 million in variable rate indu strial revenue bonds.

• $21.0 million, including $6.0 million of interest added to the principal of the note, in a senior note issued

with warrants to  purchase 6 .0% of o ur comm on and S eries B jun ior preferre d stock on  a fully diluted ba sis. 

These warrants were assigned a value of $3.5 million.

The reconciliation of co nsolidated indebtedn ess to recorded b ook value at Dec ember 31, 20 02 is as follows:

Consolidated

Indebtedness

Current

Portion

Original

Issue

Discount

Net of

Accretion

Warra nts

 Net of

Accretion

Recorded

Book Value

(in thousands)

Term loan A $ 20,917 $ (3,874) $ – $ – $ 17,043

Term loan B 85,796 (875) – – 84,921

Senior sec ured cred it 106,713 (4,749) – – 101,964

Senior sub ordinated  note 100,000 – (1,601) (2,868) 95,531

Industrial revenue bonds 10,000 – – – 10,000

Senior no te 20,977 – – (2,928) 18,049

Total $ 237,690 $ (4,749)  $ (1,601) $ (5,796) $ 225,544

During the six months ended December 31, 2002, we made regularly scheduled principal payments of

$1.7 million against the term loans included in our senior secured credit facility.  We expect to fund principal and

interest payments on our debt from cash flow from operations, cash on hand or borrowings under our revolver.  Our

borrowing availability under our credit facility was approximately $23.9 million at December 31, 2002.  Decreased

demand for our products could decrease our cash flow from operations and the availability of borrowings under our

credit facility.  In October 2002, we paid an additional $4.1 million of principal on the amounts outstanding under
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the senior credit facility and increased the revolving credit line borrowings by $4.1 million.  We repaid the revolving

credit line borrowings in November 2002.

The credit facility and notes are subj ect to certain financial and operationa l covenants and other restrictions,

including among others, requirements to maintain certain financial ratios and restrictions on our ability to incur

additional indebtedne ss.  The financial covenants con tained in the credit facility, as amended, are as follows:

• Our consolidated leverage ratio must be less than 4.25.  The ratio at December 31, 2002 was 3.83.  At

June 30, 2 003, ou r consolida ted leverag e ratio must b e less than 4.0 0. 

• Our consolidated interest coverage ratio must be greater than 2.00.  The ratio at December 31, 2002 was

2.26.  At Ju ne 30, 20 03, our co nsolidated  interest cover age ratio mu st be greater th an 2.00. 

• Our consolidated fixed charge coverage ratio must be greater than 1.10.  The  ratio at December 31, 2002

was 1.45 .  At June 30 , 2003, o ur consolid ated fixed ch arge cove rage ratio m ust be greate r than 1.10 . 

• Our senior debt coverage ratio must be less than 2.50.  The ratio at December 31, 2002 was 2.06.  At

June 30, 2 003, ou r senior deb t coverage  ratio must be  less than 2.35 . 

• Our con solidated E BITD A must be a t least $53 m illion for the fiscal yea r ending Jun e 30, 20 03. 

EBITDA and consolidated interest expense as defined in the credit facility for the twelve and six months ended

December 31, 2002 were $56.6 million and $23.3 million, respectively.  O’Sullivan Industries is the borrower under

the credit facility, so the covenants do not include the $ 21.0 million senior note of O ’Sullivan Industries Holdings,

Inc. or interest o n the note.  Pu rsuant to an am endmen t to our senior  credit facility, $27 .0 million of ou r payments to

RadioShack under the tax sharing agreement through the period ending June 30, 2002 are excluded from the

definition of consolidated fixed charges and thus from calculations of the consolidated fixed charge coverage ratio.

In addition , the agreem ents effectively pro hibit the paym ent of divide nds on ou r stock.  

At December 31, 2002, we were in compliance with all applicable debt covenants.  However, if our sales

and earnings do not improve from the current outlook, we may be in violation of certain of our covenants under the

senior credit facility at June 30, 2003.  We are currently working with our lenders to obtain a waiver or amendment

of these covenants.

As required under the senior credit facility, we hedged one-half of our term loans with an initial notional

amount of $67.5 million with a costless interest rate collar.  The collar is based on three-month LIBOR with a floor

of 6.43%  and a ceiling o f 8.75% .  To termin ate this contrac t at Decem ber 31, 2 002, we w ould have  been req uired to

pay the counter-party approximately $783,000.  The counter-party to our interest rate collar provides us with the

payment amount that would be required to terminate the collar as of the end of each quarter.  We recorded the

change in fair value of the collar as increased or decreased interest expense in the consolidated statements of

operations and include d the resulting liability in accrued liabilities on the consolidated balance  sheets.

See the portion of the overview section of this Management’s Discussion and Analysis of Financial

Condition and Results of Operations entitled “RadioShack Arbitration and Revised Accounting for Tax Sharing

Agreement with RadioShack” for a discussion of the impact of the Settlement Agreement with RadioShack on our

liquidity and financial condition.
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The following table illustrates our contractual obligations due in the future:

Payments Due by Period

(in thousands)

Contractual Obligations Total

Less

 than 12

months

12-36

months

36-60

months

After

 60 months

Long-term debt $ 237,690 $ 4,749 $ 18,794 $  83,170 $  130,977

Tax be nefit payments to

RadioShack1 75,179 9,654 21,073 24,632 19,820

Capital lease obligations – – – – –

Operating leases—unconditional 4,224 1,830 2,273 121 –

Other long-term obligations 558 200 358 – –

Total contractual cash obligations $ 317,651 $ 16,433 $ 42,498 $ 107,923 $ 150,797

(1) The  timing and am ounts of paym ents to Rad ioShack a re contingen t on actual taxa ble incom e adjusted  to

exclude the  increased in terest expen se arising from  the recapitaliz ation and m erger.  Th e amounts in  the table

above represent the maximum amounts payable to RadioShack.

Critical Accounting Policies and Estimates

Our discussion and analysis of our financial condition and results of operations are based upon our

consolida ted financial state ments, which h ave been  prepare d in accord ance with acc ounting princ iples genera lly

accepted in the United States.  The preparation of these financial statements requires us to make estimates and

judgments that affect the reported amounts of assets, liabilities, revenues and expenses, and related disclosure of

contingent as sets and liabilities. 

On an on-going basis, we evaluate our estimates, including those related to customer programs and

incentives, bad debts, inventories, intangible assets, income taxes, restructuring, asset impairments, contingencies

and litigation.  We base our estimates on historical experience and on various other assumptions that we believe are

reasonable under the circumstances.  The results of these estimates form the basis for making judgments about the

carrying values of assets and liabilities that are not readily apparent from other sources.  Actual results may differ

from these es timates unde r different assum ptions or co nditions. 

We believe the following critical accounting policies affect our more significant judgments and estimates

used in the pr eparation  of our con solidated fina ncial statemen ts. 

• We derive our revenue from product sales.  We recognize revenue from the sale of products when

persuasive evidence of an arrangement exists, the product has been delivered, the price is fixed and

determinable and co llection of the resulting receivable is reasonably assured .  For all sales, we use

purchase  orders from  the custome r, whether ora l, written or electro nically transmitted , as evidence  that a

sales arrangement exists.  Generally, delivery occurs when product is delivered to a common carrier or

private carrier, with standard terms being FOB shipping point.  We assess whether the price is fixed and

determinable based upon the payment terms associated with the transaction.  We assess collection based

on a number of factors, including past transaction history with the customer and the creditworthiness of

the custome r.  Collateral is no t requested  from the custo mers. 

• We record estimated reductions to revenue for customer programs and incentive offerings including

special pricing agreements, price protection, promotions and other volume-based incentives.  Market

conditions could require us to take actions to increase customer incentive offerings.  These offerings

could resu lt in our estimates b eing too sm all and redu ce our reve nues when the  incentive is offere d. 
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• We maintain allowances for doubtful accounts for estimated losses resulting from the inability of our

customers to make required payments.  If the financial condition of our customers were to deteriorate,

resulting in an impairment of their ability to make payments, additional allowances may be required.

• We write down our inventory for estimated obsolescence or unmarketable inventory equal to the

difference between the cost of inventory and its estimated market value based upon assumptions about

future demand and  market conditions.  If actual market co nditions are less favorable than those

projected by us, additional inventory write-downs may be required.  Obsolete and slow-moving

inventory reserves were approximately $5.4 million and $4.9 million at December 31, 2002 and 2001,

respectively.

• We re cord ou r deferred  tax assets at the am ount that the asse t is more likely than  not to be rea lized. 

While we have considered future taxable income and ongoing prudent and feasible tax planning

strategies in assessing the need for a valuation allowance, our determinations can change.  If we

objective ly determine it wa s more likely tha n not we wo uld be ab le to realize o ur deferred  tax assets in

the future in excess of our recorded amount, we would reduce our valuation allowance, increasing

income in the period such determination was made.

• We periodically review our long-lived assets, including property and equipment, for impairment and

determine whether an event or change in facts and circumstances indicates their carrying amount may

not be recoverable.  We determine recoverability of the assets by comparing the carrying amount of the

assets to the net future undiscounted cash flows expected to be generated by those assets.  If the sum of

the undisco unted cash flo ws is less than the ca rrying value of the  assets, an impa irment charg e is

recognized.  Adverse economic conditions could cause us to record impairment charges in the future.

• We assess goodwill regularly for impairment by applying a fair-value-based test, using the enterprise as

the reporting  unit.  If the book  value of the rep orting unit is belo w the fair value o f the reporting  unit,

there is no impairment loss.  Adverse economic conditions could cause us to record impairment charges

in the future.

• In the second quarter of fiscal 2001, we recorded asset impairment charges, employee termination

benefits and other exit costs totaling $10.5 million related to a business restructuring plan to reduce

produc tion capac ity and oper ating expen ses.  The re structuring plan  included c losing our C edar City,

Utah facility and a reduction in our staff at our Lamar, Missouri facility.  The asset impairment charges

related to land, building and equipment located in Cedar City, Utah.  The land and building and a

limited amount of equipment are still for sale.  If market conditions deteriorate further, additional write-

downs o n the land, bu ilding and eq uipment m ay be nece ssary.

Cautionary Statement Regarding Forward Looking Information.

Certain portions of this Report, and particularly the Notes to the Consolidated Financial Statements and the

Management's Discussion and Analysis of Financial Condition and Results of Operations, contain forward-looking

statements.  T hese stateme nts can be id entified by the use  of future tense o r dates or term s such as "b elieve,"

"would," "expect,"  "anticipate" or "plan."  These forward-looking statements involve risks and uncertainties.  Actual

results may differ m aterially from tho se predicte d by the forw ard-lookin g statements.  Fa ctors and p ossible even ts

which could cause results to differ include:

• loss of liquidity du e to the arbitra tion panel’s o pinion in  RadioShack Corporation v. O’Sullivan

Industries Holdings, Inc.;

• significant indeb tedness that m ay limit our financia l and ope rational flexibility;

• changes from anticipated levels of sales, whether due to future national or regional economic and

competitive conditions, including new domestic or foreign entrants into the industry, customer

acceptance of existing and new products, terrorist attacks or otherwise, as we are experiencing now;
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• pricing pre ssures due to  excess cap acity in the read y-to-assemble  furniture industry, a s occurred  in

1995 a nd is occur ring again no w, or custom er deman d in excess o f our ability to sup ply produ ct;

• raw material cost increases, particularly in particleboard and fiberboard, as occurred in 1994 and 1995

and to a lesser extent in fiscal 2000;

• transportation cost increases, due to higher fuel costs or otherwise;

• loss of or reduced sales to significant customers as a result of bankruptcy, liquidation, merger,

acquisition or any other reason, as occurred with the liquidation of Montgomery Ward in fiscal 2001,

the liquidation of Ames in 2002 and with the reorganization of Service Merchandise Co., Inc. in 2000;

• actions of cur rent or new c ompetitor s, foreign or d omestic, that inc rease com petition with ou r produc ts

or prices; 

• the consolid ation of man ufacturers in the r eady-to-assem ble furniture ind ustry;

• increased advertising costs associated  with promotional efforts;

• increased interest rates;

• pending or new litigation or governmental regulations such as the recently settled arbitration involving

RadioShack;

• other uncertainties which are difficult to predict or beyond our control; and

• the risk that we incorrectly analyze these risks and forces, or that the strategies we de velop to address

them could  be unsucc essful.

See also the Risk Factors section in our amended annual report on Form 10-K for the year ended June 30, 2002.

Because these forward-looking statements involve risks and uncertainties, actual results may differ

significantly from those predicted in these forward -looking statements.  You shou ld not place a lot of weight on these

statements.  These statements speak only as of the date of this document or, in the case of any document incorporated

by reference , the date of that d ocumen t.

All subsequent written and oral forward-looking statements attributable to O’Sullivan or any person acting

on our behalf are qua lified by the cautionary statements in this section.  We will have no  obligation to revise these

forward-looking statements.

ITEM 3. QUANTITATIVE AN D QUALITATIVE DISCLO SURES ABOU T MARK ET RISK .

Our mar ket risk is impac ted by chan ges in interest rates , foreign curre ncy exchan ge rates and  certain

commodity prices.  Pursuant to our policies, we may use natural hedging techniques and derivative financial

instruments to reduce the impact of adverse changes in market prices.  We do not hold or issue derivative

instruments for trading purposes.  A c hange in interest rates of one percentag e point would affect our cash interest

expense by about $1.1 million per year.

We ha ve market risk  in interest rate exp osure, prim arily in the United  States.  W e manage  interest rate

exposure through o ur mix of fixed and floating rate debt.  Interest rate swap s or collars may be used to a djust interest

rate exposures when appropriate based on market conditions.  For qualifying hedges, the interest differential of

swaps is includ ed in interest ex pense.  W e believe tha t our foreign e xchange risk  is not material.

Due to the nature of our product lines, we have material sensitivity to some commodities, including

particlebo ard, fiberbo ard, corru gated card board a nd hardw are.  We  manage c ommod ity price expo sures prima rily

through the d uration and  terms of our v endor co ntracts.  A one  percent ch ange in our r aw material p rices would

affect our co st of sales by ap proxima tely $1.5 millio n annually. 

As noted above, in fiscal 2000 we encountered price increases in certain commodities, which reduced our

gross margin.  During fiscal 200 1, prices for these produc ts declined, which helped gro ss margins.  Prices for these

and other commodities will continue to fluctuate.
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Item 4. Contr ols and Pro cedures.

O’Sullivan maintains disclosure controls and procedures (as defined in Rule 13a-14(c) of the Securities

Exchang e Act of 19 34) that are  designed to  ensure that infor mation req uired to be  disclosed in  O’Sullivan’s

Exchange Act reports is recorded, processed, summarized and reported accurately within the time periods specified

in the SEC’s rules and forms, and that such information is accumulated and communicated to O’Sullivan’s Chief

Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding required

disclosures.  In designing and evaluating the disclosure controls and procedures, management recognized that any

controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of

achieving the  desired co ntrol obje ctives, and m anageme nt was necessa rily required to  apply its judg ment in

evaluating the c ost-benefit relatio nship of po ssible contro ls and proc edures.  

Within 90 days prior to the date of this report, O’Sullivan carried out an evaluation, under the supervision

and with the participation of O’Sullivan’s management, including O’Sullivan’s Chief Executive Officer and Chief

Financial Officer, of the effectiveness of the design and operation of O’Sullivan’s disclosure controls and

procedures.  Based on the foregoing, O’Sullivan’s Chief Executive Officer and Chief Financial Officer concluded

that O’Sullivan’s disclosure controls and procedures were effective.

There h ave been  no significant cha nges in O’S ullivan’s internal co ntrols or in othe r factors that co uld

significantly affect the internal controls subsequent to the date O’Sullivan completed its evaluation.  Therefore, no

corrective actions were taken.

PART II  —  OTHER  INFORMATION

ITEM 1. LEGAL PROC EEDINGS.

On Sep tember 2 4, 2002 , Montgo mery W ard, LLC , et al., Debtor in Possession, filed suit against O’Sullivan

in the United States Bankruptcy Court, District of Delaware, alleging that payments made by Montgomery Ward

within 90 days prior to its bankruptcy constituted preferential transfers under the Bankruptcy Code that should be

recovere d from O ’Sullivan by M ontgome ry Ward , together with inte rest.  The alleg ed payme nts aggregate

$3.7 million.  We received the summons in this action on October 29, 2002.

We responded to the suit denying we received any preferential payments.  We plan to contest this litigation

vigorously.

ITEM 4.  SUBMISSION O F MATTER S TO A VOTE O F SECURITY HO LDERS.

An annual meeting of stockholders of O’Sullivan was held on November 14, 2002 to elect one Class III

director.  We did not solicit proxies.  Mr. Daniel F. O’Sullivan was reelected as a Class III director.  Mr. O’Sullivan

received 1 ,175,80 1 votes for re election; no v otes were with held.  The  terms of office o f Messrs. C harles A. Ca rroll,

Richard D. Davidson and Harold O . Rosser did not expire in 2002; they continue as directors of O’Sullivan.

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K.

(a) Exhibits:

A list of exhibits required to be filed as part of this Report is set forth in the Index to Exhibits, which

immediately precedes such exhibits, and is incorporated herein by reference.

(b) Reports on Form 8-K:

none
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SIGNATURES

Pursuant to  the requirem ents of the Sec urities Excha nge Act of 1 934, the re gistrant has duly c aused this

amended report to be signed on its behalf by the undersigned, thereunto duly authorized.

O'SULLIVAN  INDUSTRIES  HOLDINGS,  INC.

Date:   September 9, 2003 By: /s/ Richard D. Davidson

Richard D. Davidson

President and

Chief Executive Officer
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CERTIFICATION

I, Richard D . Davidso n, certify that:

1. I have reviewed this amended quarterly report on Form 10-Q/A (Amendment No. 1) of O’Sullivan

Industries H oldings, Inc.;

2. Based o n my knowle dge, this quar terly report, as a mended , does not c ontain any untr ue statement o f a

material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances

under whic h such stateme nts were mad e, not mislead ing with respec t to the period  covered  by this quarterly re port; 

3. Based o n my knowle dge, the financ ial statements, and  other financial in formation inc luded in this q uarterly

report, as amended, fairly present in all material respects the financial condition, results of operations and cash flows

of the registrant a s of, and for, the  periods p resented in this q uarterly repo rt;

4. The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure

controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and we have:

a) designed such disclosure controls and procedures to ensure that material information relating to the

registrant, including its consolidated subsidiaries, is made kn own to us by others within those entities,

particularly during the period in which this quarterly report is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date within 90

days prior to the filing date of this quarterly report (the “Evaluation Date”); and 

c) presented in this quarterly report our conclusions about the effectiveness of the disclosure controls and

procedures based on our evaluation as of the Evaluation Date;

5. The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation, to the

registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent

function):

a) all significant deficiencies in the design or operation of internal controls which could adversely affect

the registrant’s ability to record, process, summarize and report financial data and have identified for the

registrant’s auditors any material weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a

significant role in the registrant’s internal controls; and 

6. The registrant’s other certifying officers and I have indicated in this quarterly report whether or not there

were significant c hanges in intern al controls o r in other facto rs that could sig nificantly affect interna l controls

subsequent to the date of our most recent evaluation, including any corrective actions with regard to significant

deficiencies and material weakne sses.

Date: September 9, 2003 /s/ Richard D. Davidson

Richard D. Davidson

President and Chief Executive Officer
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CERTIFICATION

I, Phillip J. Pa cey, certify that:

1. I have reviewed this amended quarterly report on Form 10-Q/A (Amendment No. 1) of O’Sullivan

Industries H oldings, Inc.;

2. Based o n my knowle dge, this quar terly report, as a mended , does not c ontain any untr ue statement o f a

material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances

under whic h such stateme nts were mad e, not mislead ing with respec t to the period  covered  by this quarterly re port;

3. Based o n my knowle dge, the financ ial statements, and  other financial in formation inc luded in this q uarterly

report, as amended, fairly present in all material respects the financial condition, results of operations and cash flows

of the registrant a s of, and for, the  periods p resented in this q uarterly repo rt;

4. The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure

controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and we have:

a) designed such disclosure controls and procedures to ensure that material information relating to the

registrant, including its consolidated subsidiaries, is made kn own to us by others within those entities,

particularly during the period in which this quarterly report is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date within 90

days prior to the filing date of this quarterly report (the “Evaluation Date”); and 

c) presented in this quarterly report our conclusions about the effectiveness of the disclosure controls and

procedures based on our evaluation as of the Evaluation Date;

5. The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation, to the

registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent

function):

a) all significant deficiencies in the design or operation of internal controls which could adversely affect

the registrant’s ability to record, process, summarize and report financial data and have identified for the

registrant’s auditors any material weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a

significant role in the registrant’s internal controls; and 

6. The registrant’s other certifying officers and I have indicated in this report whether or not there were

significant changes in internal controls or in other factors that could significantly affect internal controls subsequent

to the date of our most recent evaluation, including any corrective actions with regard to significant deficiencies and

material weaknesses.

Date: September 9, 2003 /s/ Phillip J. Pacey

Phillip J. Pacey

Senior Vice President and 

Chief Financial Officer
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INDEX TO EXHIBITS

Exhibit No. Description

Page

No.

3.1 & 4 .1 Amended and Restated Certificate of Incorporation of O’Sullivan (incorporated by reference

from Exhibit 2.4(a) to Appendix A to Proxy Statement/Prospectus included in Registration

Statement on Form S-4 (File No. 333-81631))

3.2 & 4 .2 Bylaws of O’Sullivan (incorporated by reference from Exhibit 3.2 to Registration Statement on

Form S-1 (File No. 33-72120))

4.3 Specimen Senior Preferred Stock Certificate of O’Sullivan (incorporated by reference from

Exhibit 3 to Registration Statement on Form 8-A (File No. 0-28493))

4.4 Indenture dated as of November 30, 1999, by O’Sullivan Industries, Inc., as Issuer, O’Sullivan
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 (File No. 0-28493))

4.5 Warrant Ag reement dated as of N ovember 30 , 1999 betwee n O’Sullivan Industries Hold ings,

Inc. and N orwest Ba nk Minne sota, Natio nal Associa tion, as W arrant Age nt, relating to

warrants to purchase 39,273 shares of O’Sullivan Industries Holdings, Inc. Series B junior
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to Quarterly Report on Form 10-Q for the quarter ended December 31, 1999

(File No. 0-28493))
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Inc. and N orwest Ba nk Minne sota, Natio nal Associa tion, as W arrant Age nt, relating to
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including form  of warrant ce rtificate (incorp orated by r eference to  Exhibit 4.6  to Quarter ly
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of O’Sullivan Industries Holdings, Inc. Series B junior preferred stock, including form of
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Industries Holdings, Inc. and the holder thereof relating to warrants to purchase 93,273 shares
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ended December 31 , 1999 (File No. 0-28493))
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